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KEY ECONOMIC INDICATORS 


All values in million U.S.$ Exchange Rates: 1972 : US$ = 
unless otherwise stated 1973 and 1974: US$ = 
Sources: Review of 1973 and Outlook for '74; 

Central Bank Spring Bulletin 


A B C an £0 iF 
1972 1973 1974 Change % 
INCOME , PRODUCTION, EMPLOYMENT (Prelim. ) 
GNP at Current Prices 5580 6471 NA 
GNP at Constant '68 prices 3612 3861 NA 
Per Capital GNP. Current Prices 1862 2180 NA 
Gross Savings Available for Investment 1342 1704 NA 
Gross Fixed Capital Formation 
(% of GNP) 21.5 26.3 

Volume of Ind. Prod. (1953=100) 264.8 291 
Net Agri. Prod. <2 190.2 129.5 
Output per hour (1970=100) 111 118 (Jan-Sept) 
Earnings per hour gies 133 as * - 
Unit Wage Costs oe 121 — = ” 
Labor Force (thousands) 1117 1118 
Avg. Unemployment Rate 2 

(of insured population) 8.1 ioe 
MONEY AND PRICES 
Money Supply (MI) 1128 1224 1210 
National Debt Outstanding (end Mar.) 3129 3439 NA 
External Debt Outstanding (end Mar.) 269 306 NA 
Domestic Credit (end of yr.) 3178 3810 3875 
Central Bank discount rate (end yr) 8.00 LZ,4> 12.75 
Assoc. Banks 0/Draft (end yr. rate) 7.50 12,50 12.50- 

9.00 14.00 14.00 


Consumer Prices (1968=100) 135.4 150.8 164.2 
Wholesale Prices (1953=100) 191.7 NA NA 


Agricultural Prices" " 182.3 233.0 NA 
Terms of Trade (1968=100) Ne Ge 121.5 (Jan-June) NA 


BALANCE OF PAYMENTS 

Official External Reserves (end yr.) 1081 1053 1041 

Balance of Payments (Current a/c (-) 137 208 NA 

Balance of Trade (-) (adjusted) 490 651 293 (Jan-Mar) 


Exports FOB 1617 2099 602 (Jan-Mar) 
US Share 2 10.3 9.8 NA 


Imports CIF 2106 Ero 895 (Jan-Mar) 
US Share % 76 6.9 NA 


Main Imports from US (1972): tobacco (unmanuf) 11.4m lbs. - $11.9m: machinery (non- 
electric $24.7m; electrical machinery $14.09; oilseed cake, meal soya bean 179.1m 
lbs.-$9.6m; feed grains and cereals 6316.8m 1bs.-$19.8m; textile yarns, fabrics and 
articles $6.2m; plastic materials $4.7m. 


Main Exports to US (1972): beef (frozen) 15.6m lbs.-$9.4m; thermionic valves transistors 
etc. $14.1m; antibiotics $4.99m; tobacco (manuf) 3.5m 1lbs.-$5.3m; clothing, headgear, 
footwear $8.4m; chocolate crumb 12.6m lbs.-$2.8m; glassware $7.8m; barytes 385.5m lbs.- 


$1.8m; lifting and loading machinery $3.0m; textile yarn, fabrics and articles $9.0m, 





SUMMARY 


After a near record performance in 1973, with real GNP up by 

7 percent, prospects for the Irish economy, like most other 
economies in the world, are not as good in 1974. Real growth 
will probably reach 4 - 5 percent with inflation rising from 
11.4 percent to 13-15 percent, almost entirely resulting from 


increased oil prices. A new enhanced wage package and an 
expansionary budget will also add to price rises, but the 
Government prefers expansion to deflation, EC membership has 
provided both cash benefits and a welcome broadening of Irish 
commercial horizons; however, there is considerable concern 
among knowledgeable Irishmen about the current strains the 
Community is undergoing. Thus far, the violence in Northern 
Ireland has not had any significant effect on industrial 
development south of the border, With a view toward more even 
distribution of growing prosperity, the Irish Government has 
introduced proposals for a new capital taxation structure, 


American industrial investment has been responsive to the 
favorable business climate and the attractions of Irish member- 
ship in the European Community, its lower wage scales, and 
grants and tax incentives. US exporters have not been as 
successful, and the US share of the Irish market is declining. 
More direct personal attention to the market, establishment of 
agencies and distributorships, faster delivery, competitive 
prices, and better servicing could improve sales, There are 
significant opportunities in the transportation, telecommunica- 
tions, and energy-related areas, 





CURRENT ECONOMIC SITUATION AND TRENDS 


The Past Year 


1973 was a catch-up year, following several years of stagnation 
in which growth was below capacity. Real GNP rose by an 
estimated 7 percent, compared with 4,7 percent in 1972 and 
considerably lower rates in 1970 and 1971. Industrial output 

is estimated to have risen by nearly 10 percent in volume terms 
in 1973, compared with 4.5 percent in 1972, Productivity was up 
7.5 percent compared with 3.75 percent last year. The volume of 
agricultural output (which in Irish statistics includes stock 
changes) was up 2 percent in 1973, the same as in 1972, 


Industrial employment was up 3 percent over 1972, while unemploy- 
ment averaged 7,2 percent in 1973, 1 percent below the figure for 
1972, Exports rose by 34 percent and tourist earnings by 17 per- 
cent in value (despite a downturn of 7.6 percent in visitors from 
North America), The economy benefited for the first time by net 
transfers from the EC of $75 million, However, imports rose by 
36 percent in value, leaving deficits of $651 million and $208 
million on the trade and current accounts, 


Ireland's main economic problem in 1973 continued to be inflation 
(11.4 percent) fed by external factors, including the floating of 


the pound sterling, and the world rise in food, agricultural and other 
commodity prices, Internal stimuli, especially rapidly rising wages, 
which increased by 18.5 percent on the average, and heavy consumer 
demand were also important contributions to the price spiral. 


Problems Continue 


The economy will not do as well in 1974, given the problems of 
continued inflation and British economic difficulties, Despite some 
optimistic claims that prices were declining in late 1973, the latest 
statistics show a rise of 13.5 percent in the February 1974 quarter 
compared with the corresponding period in 1973, Fuel and light alone 
were up 37.2 percent, The various price increases announced by oil 
suppliers up to the end of last year are expected to add about 3 
percentage points alone to the consumer price index in 1974 bringing 
the total to some 13-15 percent for the year, Increased oil prices 
will add from £80 to £100 million to Ireland's import bill in 1974 
and raise the external trade deficit correspondingly. Energy supply 
is no longer a serious problem, The wage spiral will continue to 
contribute to inflation, with the third National Pay Agreement, 
concluded early this year, expected to raise Irish industrial wages 





an average 18.3 percent by mid-1975. Nevertheless, the Agreement 
promises another year of continued relatively stable industrial 
relations, 


Developments in Britain continue to have a major influence on the 
Irish economy, While Ireland has been able to increase its exports 
to the original EC-six, to 25 percent of total exports, about 50 
percent of trade -- both ways -- is with the United Kingdom, 
Britain's economic difficulties have reportedly affected supplies of 
commodities needed for Irish production, and decline in the British 
economy hurts Ireland's principal market, The weakness of the pound 
sterling has helped Irish export prices but has increased Irish 
import prices as well. In addition, the Irish Banks have been forced 
to increase their lending rates to nearly the same high level (prime 
rate of 12,50 percent) as British lending rates, in order to avoid a 
hemorrhage of capital flows to Britain, [Irish prospects for 1974 
will continue to be directly affected by British developments over 
the next year, 


EC Membership Provides Stimulus 


On the other hand, the first year and a quarter of Irish membership 
in the European Community has clearly stimulated the economy, [Irish 
exports to the six original members of the EC were up 75 percent in 
value terms compared with 1972, a significant change in the pattern 
of Ireland's external trade, Neither industrial nor agricultural 
production would have progressed as much without the stimulus of EC 
membership, Significant new industrial projects have been drawn to 
Ireland, especially from the United States and the Continent, This 
has helped the Government in its efforts to create employment and 
disperse industry to less-developed regions, [Ireland received about 
$80 million in net contributions from the guarantee section of the 

EC Common Agricultural Policy's FEOGA funds and expects more in 1974; 
it will also receive up to $29 million from the guidance section of 
FEOGA, in aid of structural reform and agricultural development 
projects, Benefits from the European Social Fund will average $3 
million per year for the period 1973-75, and Ireland is getting about 
$43 million in loans from the European Investment Bank, Thus far, 
Irish industry as a whole has been able to cope with the improved 
position its Continental competitors are achieving in the [Irish market 
during the phase-out of tariff walls; those industries worst affected 
were already in trouble when barriers between Ireland and the U,K, 
began to come down, 


The Irish are clearly concerned about the current hiatus in EC 
development and the significant strains on established EC policies 
brought about by unilateral actions such as the Italian import deposit 
scheme, They are particularly worried about the possibility of British 
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withdrawal, which could force a choice between Irish withdrawal or 
trying to live with the Common External Tariff and other barriers 
between Ireland and its most important trading partner, 


Capital Taxation Proposals 


In hate February the Irish Government published proposals for 
introduction of a new capital taxation structure which would replace 
existing estate and inheritance taxes with a capital gains tax, an 
annual wealth tax, and a capital acquisitions tax, The expressed 
objectives in reforming the system were a) to achieve greater equality 
in the distribution of wealth and b) to spread the burden of taxation 
more equitably, Responding to criticism, mainly from industry, that 
the rates of these taxes could drive capital out of Ireland, Minister 
for Finance Ryan announced on May 15 significant downward revisions 

in the proposed rates and upward revisions of the exemption thresholds, 
The Government is entertaining representations on the proposed system 
until the end of June; legislation is unlikely to occur until next 
fall. If the current proposals stand, the rate of capital gains tax 
will be 26 percent, the annual wealth tax will be one percent (over 

an exemption threshold of £100,000 for a married man and £70,000 for 

a single person), and the acquisition tax will be imposed at progress- 
ive rates varying from 6.25 percent to 55 percent on gifts and inheri- 
tances (with exemptions of £150,000 for a spouse and each child). 


Expansionary Budget Could Feed Inflation 


The 1974 budget introduced in April will carry through to the end of 
this year; beginning in 1975, the financial year will coincide with 
the calendar year. The budget proposals continue reforms begun last 
year in the welfare and tax structure, extend the income tax net to 
the farmers for the first time (only the richest five percent), 
increase personal exemptions to provide modest relief from income 

tax for low-paid workers and increase the rate of both current and 
capital expenditure, as well as the budget deficit and the need for 
borrowing. The Government's decision to opt for promotion of economic 
growth through expansionary policy won the approval of the Confederation 
of Irish Industry (CII), which argues that the objectives of improving 
employment, living standards, and business expectations justify the 
risk, The prestigious Central Bank, however, expressed concern with 
the steep upward trend in expenditure, the extremely large borrowing 
requirement, and the strong bias in favor of consumption, which meant 
that, rather than feeding investment and economic growth, the stimulus 
could go toward increasing consumer demand, imports and prices. The 
Bank indicated that, while it did not favor a neutral budget, a lower 
rate of increase in current expenditure would have been sufficiently 
expansicnary,. 





Prospects for 1974 


Observers of the Irish economy have indicated concern that the growth 
rate will decline this year. Before the budget was announced in April, 
advocates of expansionary policies, including the OECD, the National 
Economic and Social Council, the Economic and Social Research Institute, 
and the Government itself, believed the economy would grow by only 2.75- 
4.0 percent without application of additional stimulation, The 
Government estimates that the budget will add another 1 percent boost to 
the economy, bringing growth for the year to about 5 percent; the 
Central Bank is less sanguine, believing the budget will contribute only 
a half percent, for a total rate of 4.5 percent, The CII feels 
optimistic over the longer run, noting that industrial production which 
had declined in mid-1973 was moving up in late 1973 and early 1974, Its 
latest business survey also reports an upturn in investment expectations, 


IMPLICATIONS FOR THE UNITED STATES 


The relatively favorably prospects for the Irish economy in 1974 as 
compared with other economies in this year of greatly increased energy 
costs have worthwhile implications for US exporters and investors, 


Opportunities in Energy, Transportation and Telecommunications 


Significant developments will take place in the energy area over the 
next few years, The Electricity Supply Board is moving ahead with 
plans to construct a probable light water reactor nuclear generating 
plant, costing $350 ~ 500 million, at Carnsore Point in County 
Wexford, The ESB and the state sponsored Nitrigen Eireann Teoranta 
fertilizer company are in active and probably conclusive negotiations 
with Marathon Oil for sale and utilization of a small but rich gas 
strike made in the Celtic Sea off Cork, A number of oil refinery 
complexes are in various stages of planning and discussion, including 
a $135 million oil refinery at Whiddy Island for which Irish Hydro 
Carbon (allied with APCO) received Irish Government approval in 
principle last February and a very large refinery/petro-chemical 
complex being considered by Shaheen Natural Resources (N,Y,) also for 
the Bantry area, 


In transportation, the Irish Government has approved in principle the 
building of an eight-lane motorway bridge costing $45 million (at 1971 
prices) across the Liffey River at Dublin, At the same time the 
Government also approved a $30 million injection into Dublin's rail 
commuter services; the projects are still in the planning stages and 
will take eight years to complete, 


To improve the heavily overloaded telephone system, the Irish 
Government will spend some $385 million over the next five years, $80 
million in the current year, Part of the capital has been borrowed 
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from the European Investment Bank, As well, there is active con- 
sideration being given to establishment of a second television 
channel for the Republic. All the above projects provide important 
opportunities for major American enterprise and sales, Unfortunately, 
the US share of the Irish market has been declining steadily over 

the past three years and dropped below 7 percent in 1973, Irish end- 
users say that American exporters should devote more personal 
attention to the Irish market, appoint agents here, make their 

prices competitive, speed up delivery, and provide timely and 
efficient after-sales service and spare parts supply. 


Investment Climate Good 


The climate for foreign investment in Ireland remains encouraging. 
Thus far, the violence in Northern [Ireland has not had a significant 
effect on industry in the Republic. Attractions to investment 
include: 1) inducements such as grants and tax exemption on export 
profits; 2) Ireland's position as a springboard for sales (eventually 
duty-free) to the rest of the European Community; 3) still relatively 
low Irish wage scales; 4) relative industrial stability resulting 
from centralized collective bargaining. Some major companies which 
are taking advantages of these factors include: Burlington Industries 
which plans to set up two factories at a cost of $50 million; Alcan 
which is to build a $225 million smelter in the Shannon estuary; Du 
Pont which is considering Cork as a possible site for large chemical 
plants costing $100 million; and Mitsui which will build an 
electrolytic manganese dioxide plant in Cork. While foreign 
investment plays a major role in Irish development calculations, only 
one-third of Irish business is foreign-owned according to a 
Confederation of Irish Industry estimate, There is concern that a 
large proportion of the revenue of foreign grant-aided industry flows 
out of Ireland in the form of purchases of imported raw-materials and 
remittances abroad, but the so-called "multi-nationals" do not have 

a bad image in Ireland, 
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